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KEY ECONOMIC INDICATORS 
(In millions of U.S. dollars unless noted) 


1987 
Projections* 


1984 1985 1986 


Domestic Economy 
Population (millions) 


Population growth (%) 
GDP at current mark t. prices 
GDP at 1985 
market prices (S$ millions) 
% change 
GNP at current market prices 
Per capita GNP 
Consumer Price Index % change 
Production and Employment 
Labor force (1,000s) 
Unemployment (%) 
Industrial Production % 
change (1983=100) 
Gov't operating surplus 
as % of GDP 
Balance of Payments 
Exports (f.0.b.) 
Imports (f£.0.b.) 
Trade balance 
Current account balance 
Foreign debt*** 
Debt-service owed 
Debt-service ratio as % 
of exports (goods & services) 
Foreign exchange reserves 
Average exchange rate (S$ to US$1) 
Foreign Investment 
New foreign investment commitments 
in manufacturing (excluding 
petrochemicals) 
From the U.S. 
U.S. Share of total ($%) 
U.S.--Singapore Trade 
Singapore's imports from U.S. (c.i.f) 
Singapore's exports to U.S. (f.0.b) 
Singapore's trade balance with the US 
U.S. Share of Singapore's imports (%) 
U.S. Share of Singapore's exports (%) 
U.S. bilateral aid Economic 
Military - 
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220.00 
37.90 


4,200.00 
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Principal U.S. exports (1986): Electrical Machinery (us$ 911.1 million); Transport Equipment 
(US$ 401.2 million); Office and Data Machines (US$ 385.3 million) 
Principal U.S. imports (1986): Electrical Machinery (us$ 1,253.3 million); Office and Data 
Machines (us$ 1,368.4 million); Telecommunications Apparatus (US$666.8 million) 


Neae: not available 
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These are estimates based on fragmentary data and should be interpreted with caution. 
Singapore experienced price deflation in 1986, lowering nominal GNP value. 
More than half of Singapore's debt arises from its intermediary role in international 


banking and finance. The figures reflect long-term debt that is outstanding and disbursed. 


Source: GOS, USG and World Bank Publications. 





SUMMARY 


Singapore emerged from the shadow of the 1 year 1985-86 recession 
and registered 1.9 percent GDP growth for all 1986. However, the 
recovery was uneven. Export-oriented industries tended to do well, 
but the performance of other sectors, more dependent on the local or 
regional economies, remained poor or lackluster. 


Although 1986 closed with improving but still mixed reviews, the 
recovery was broadening and all sectors except construction grew in 
the first quarter of 1987. The pace of the recovery also picked up 
in the first quarter, with GDP gaining about 7 percent over the 
previous year’s depressed performance. The stock market soared to 
new highs, business expectations improved, and new-found consumer 
confidence was evident in the stores. If the expansion’s momentum 
is maintained, GDP growth for all 1987 should be 5 to 7 percent 
although the Singapore Government now forecasts 6 to 7 percent 
growth, based on second quarter data. 


There are three main factors behind the recovery. First, 
Singapore’s export-driven economy has benefited from sustained 
demand in the OECD economies. Second, a strong yen has led to an 
ongoing surge in Japanese investment and production. Third, the 
Singapore Government’s “supply side" measures to counter last year’s 
recession helped to make Singapore more competitive. 


Investors supported the economy’s 1986 turnaround with new 
investment commitments of about US$700 million, up from US$500 
million in 1985. Government officials expect total investment to 
reach US$800 million for 1987. Public works expenditures from the 
government’s 1986/87 budget continue to cushion the fall of 
construction, but the 1987/88 budget introduced in March 1987 
contained few new major spending initiatives and reflects the 
government’s own confidence in the economy’s recovery. 


Singapore may be an attractive locale for US firms interested in 
exporting to the region because of its excellent infrastructure and 
"doing business" climate. Its small but affluent market may also be 
interesting to US manufacturers of consumer goods and foodstuffs, as 
well as to suppliers in several key industrial sectors. 


CURRENT ECONOMIC SITUATION AND TRENDS 


A Lopsided Recovery in 1986: Singapore’s four-quarter recession, 
its first in 20 years, ended in mid-1986. Although the overall 
1.9 percent growth rate for 1986 neatly balanced the 1.8 percent 
contraction incurred in 1985, the recovery was lopsided. The 
export-oriented manufacturing and transport/communication sectors 
spearheaded the upturn with 8 and 9.2 percent annual growth 
respectively, but sectors more reliant on the local or regional 
economies did less well. 
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The local electronics industry grew by 28 percent thanks largely to 
the revival of consumer electronics demand in the United States and 
regained its position as the crown jewel of Singapore’s high-tech 
manufacturing strategy. The fabricated metal parts industry and 
textiles also had good years. Singapore’s still-important maritime 
and oil refining industries rebounded, largely because of improving 
global markets. The overall upturn in exports provided additional 
work for the transportation and communications sector which also 
continued to grow. 


The most immediate factor in the turnaround probably was resurgent 
demand in the OECD economies. Another factor was the depreciation 
of the Singapore dollar against the Japanese yen and European hard 
currencies. Finally, the Singapore Government’s program of "supply 
side" measures, which lowered labor costs by 16 percent, had an 
immediate effect on the export competitiveness of some industries, 
including garments, and has improved Singapore’s investment climate. 


Despite the emergence of the economy’s export-oriented manufacturing 
industries from the recession, problems in the domestic and regional 
economies continued through 1986. New private expenditures in the 
domestic construction sector continued to drop through 1986; public 
works spending cushioned the overall construction sector’s decline 
somewhat. The domestic commerce sector’s performance was mixed, 
ending the year marginally in the red. The cheaper Singapore dollar 
helped to attract more non-ASEAN tourists, but persistent regional 
economic problems, caused primarily by low export commodity prices, 
not only reduced regional tourism but also depressed Singapore’s 
entrepot trade. 


Banking was in transition in 1986 with most of the foreign and many 
of the local banks downgrading commercial lending and moving into 
fee-based activities. Most of the sector’s profits came from Asian 
Currency Unit transactions and foreign exchange dealings. An 
improved insurance market and the recovery of Singapore’s stock 
market from its 4-year low early in 1986 also were positive 

factors. However, the recession and the associated near-collapse of 
the real estate market left many banks holding sharply depreciated 
property assets as loan collateral. Sluggish business conditions in 
Malaysia and Indonesia also limited quality business opportunities 
for banks based in Singapore. 


A broadening recovery in 1987: Overall economic performance 
continued to pick up in the first quarter of 1987. Revised first 
quarter growth is pegged at 7 percent, with flash estimates of 7 
percent growth for the second quarter. Manufacturing again led the 
expansion, but the recovery has become more broadly based with 
domestic commerce joining manufacturing, banking and transport and 
communications as growth sectors. Construction activity continued 
to drop off, but there were scattered signs of improvement in the 
property market. 
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The economic recovery in 1986 was reflected, albeit spottily, in 
Singapore’s trade statistics. The total volume of exports increased 
by 17 percent, led by a 28 percent jump in locally produced goods. 
However, continuing poor regional economic conditions resulted ina 
fall in reexport volume of 3 percent. In current Singapore dollar 
terms, total exports declined by 1 percent because of the depressed 
entrepot market and lower oil prices. The trade picture brightened 
further in the first quarter of 1987, with trade growing both in 
volume (11.4 percent) and nominal value (8.7 percent) terms. 


Singapore’s most important trading relationship continued to be with 
the United States, which consumed 23 percent of Singapore’s total 
exports in 1986. Exports to the United States, dominated by U.S. 
multinationals, rose by almost 9 percent. However, in step with a 
3.9 percent decline in total merchandise imports, Singapore’s 
merchandise imports from the United States fell 4.2 percent, 


widening the U.S. bilateral trade deficit with Singapore to 
US$1.4 billion. 


The 36 percent decline in investment commitments in 1985 was 
reversed in 1986. Manufacturing investment commitments increased by 
27 percent, bringing new investment commitments (foreign and 
domestic) to US$660 million from US$500 million in 1985. Local 
investors provided only 18 percent of total investments, 
demonstrating the dominance in the Singapore economy of 
multinational investors. Japanese investment commitments in 1986 
doubled to US$225 million, largely on the strength of the 
appreciating yen, and edged out U.S. investment commitments of 
US$204 million as the largest source of investment for the year. 
However, the United States maintained its position as Singapore’s 


biggest foreign investor with an estimated US$6 billion in total 
investment. 


The investment picture continued to brighten in the first quarter of 
1987, with total manufacturing investment commitments reaching 
approximately US$200 million. A government-predicted US$800 million 
year seems possible. The Japanese investment surge in the first 
quarter (US$76 million) continued, but the flow of new investment 
from the United States (US$77 million) was also strong. Much of the 
new investment is geared to expanding capacity in electronics and 
related industries. 


Singapore continued to enjoy price stability in 1986. The Consumer 
Price Index (CPI) declined by 1.4 percent, compared to 1985's 

0.5 percent increase. Lower prices for food, housing, and utilities 
were the main factors behind the drop in the CPI. However, the 
price of many imported consumer durables such as automobiles (given 
relatively little statistical weight in the CPI) jumped because of a 
weaker Singapore dollar. The CPI continued to decline slightly in 
the first quarter of 1987, but a marginal 0.1 percent increase in 
wholesale prices foretells a CPI increase later in the year. 
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Recession-inspired unemployment peaked in June 1986 at 6.5 percent, 
but came down to 4.6 percent by the end of the year. The 
unemployment rate eased further to 4.5 percent by April 1987 with } 
continuing job losses in construction being more than balanced by 

gains in other sectors, especially manufacturing. 


The tripartite National Wages Council repeated its call, begun in 
1985, for an across the board wage standstill, and average nominal 
wage increases fell to less than 2 percent for the year. Coupled 
with the fall in prices, that nominal 2 percent wage increase 
translates to a gain of about 3 percent in real wages. Although 
Singapore’s major export industries have recovered from the 
recession, the government remains concerned about the economy’s 
ability to compete for additional foreign investment, and its wage 
restraint policy has been continued through 1987 while allowing 

leeway for higher-than-average wage hikes for workers in profitable 
companies. 


Government fiscal policy also reflected the view that the recession 
had ended. The 1987-88 national budget contained few new major 
financial initiatives compared to last year’s “pump-priming" budget, 
which included an accelerated public works program intended to keep 
the construction sector afloat. The Singapore Government retained 
the tax cuts and other “supply side" measures passed during the 
recession to maintain Singapore’s competitiveness in attracting 
foreign investment. As a result of the predicted decline in tax 
revenues, the government estimates a $1.75 billion budget deficit 
for the fiscal year. However, the deficit is not likely to occur 
because the Singapore Government tends to underestimate revenues and 
overestimate expenditures. Any deficit would easily be financed by 
drawing on Singapore’s US$13 billion in official reserves or, more 
likely, by borrowing in the newly established government debt market. 


Monetary policy similarly reflected the government’s cautious 
approach to public finance. The money supply remained fairly 
constant and interest rates dropped because of weak demand for 
credit. Although the Singapore dollar is not officially pegged to 
the U.S. dollar, Singapore’s monetary authorities continued to 
emphasize the local currency’s linkage to the U.S. dollar in 
managing the exchange rate. Consequently, the Singapore dollar made 
only marginal gains against the U.S. dollar in 1986 while sliding 
against most other non-U.S. dollar denominated currencies. 


Manufacturing: After suffering a 7.3 percent decline in 1985, the 
manufacturing sector (25.1 percent of GDP in 1986) regained its 
traditional leadership position in the economy with an 8 percent 
gain last year. Most manufacturing industries gained ground, 
especially in the last 6 months of the year. Electronics led the 
way with a 29 percent gain. The related fabricated metal and 
electrical products industries also had good years, as did 

garments. The performance of the chemicals industry was mixed, with 
slack demand for industrial chemicals more than balanced by strong 
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exports of pharmaceutical products. The restructuring of 
Singapore’s ship repair and oil refining industries helped make them 
competitive again in a tough global environment, although both 
industries have been scaled down. However, the upturn in petroleum 
refining did not extend to the oil rig-dominated machinery industry, 
which continued to feel the effects of low global oil exploration 
and drilling activity. 


The manufacturing sector continued to play a key role in the 
economy’s broadening expansion in 1987, not only in terms of gross 
output (23.4 percent of GDP), but also in providing a stimulus to 
other sectors. The electronics industry continued to lead the 
sector, scoring a 39.6 percent increase in output for the first 
quarter compared to the depressed first quarter of 1986. The trend 
is likely to continue, as most new foreign investment commitments 
are flowing into capacity expansion of electronics and supporting 
industries. 


Construction and Property Market: Construction (8.5 percent of 
GDP) remained the economy’s problem sector through all 1986 and into 
1987. However, the sector’s contribution to GDP declined from 

12.5 percent in 1984 to 8.2 percent in 1986, so construction’s 
continuing problems now have less impact on the economy’s overall 
performance. The sector’s total real 1986 output sank to only 64 
percent of output in 1984, its peak year. New private sector 
expenditures virtually collapsed, and only an accelerated public 
works program by the government managed to contain the sector’s 
decline to minus 25.3 percent. There was some good news starting in 
late 1986 with signs of a revival in private residential housing 
and, in the first half of 1987, firming rents for prime downtown 
business properties. Nonetheless, there is no short-term solution 
to the overall glut of new buildings that are still being completed, 
and it is likely that the construction sector will continue to 
contract through 1987 and into 1988. 


Transport and Communications: The sector (15.7 percent of GDP) led 
the economy in 1986 with 9.2 percent growth, in part because of the 
increased volume of exports produced by the revitalized 
manufacturing sector. Cuts in port charges and telecommunications 
rates also helped to boost demand. Growth moderated in the first 
quarter of 1987 to 6.9 percent, but the economy’s overall 
improvement and the sector’s commitment to maintaining 
state-of-the-art infrastructure (e.g., construction of a second 
terminal at Changi airport) will ensure the competitiveness of the 
transport and communications sector through 1987 and beyond. 


Commerce: Increasing consumer confidence in the economy’s recovery 
resulted in improved retail sales in 1986. A weakening Singapore 
dollar against most hard currencies attracted more tourists and 
boosted domestic sales. Nonetheless, the dependence of the domestic 
commerce sector (19.1 percent of GDP) on poorly performing regional 
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economies kept the sector in the doldrums -- a decline of 

0.3 percent. The sector finally registered positive growth in 
1987's first quarter with a 6.8 percent increase because of entrepot 
activity, improved regional economic conditions, more tourists, and 
a generally better local economic climate. 


Finance and Business Services: The sector (23.1 percent of GDP) 
experienced a transitional year with banks aggressively pursuing 
fee-based, treasury, and personal banking business while exercising 
greater caution in the domestic commercial lending market. Most of 
the sector’s growth came from Asian Currency Unit and foreign 
exchange transactions. Banking’s heavy involvement in the local 
construction and real estate industries and the regional economies 
limited overall sectoral growth in 1986 to 3.5 percent. 


The sector’s growth rate jumped in the first quarter of 1987 to 10.8 
percent, again largely because of offshore banking activities. 
Singapore’s stock market also contributed to the sector’s improved 
performance. The market index, which plummeted to a 4-year low in 
early 1986, soared to record-breaking highs in May and June 1987. 
Other domestic banking activities have not taken off, however; 
credit limits to non-bank customers were still contracting in the 
first quarter. But second quarter lending for residential 
properties has been rising, and some bankers anticipate a modest 
improvement in other areas of retail banking. 


Economic prospects: The recession is definitely over, and, assuming 
no major trade disruptions and at least minimal growth in the 
region, the building momentum behind the expansion is likely to 
continue. After a fast start of 7 percent plus growth for the first 
6 months, many observers expect more moderate growth in the second 
half of 1987 because of a seasonal slowdown in manufacturing. 

Still, the recovery has been impressive, and an overall 1987 growth 
rate in the 5 to 7 percent range is likely. The Singapore 
Government is similarly bullish, and now forecasts 6 to 7 percent 
growth for all 1987, based on just released second quarter data. 


The outlook beyond 1987 is equally positive, with many of the 
internal constraints limiting Singapore’s competitiveness having 
been reduced or eliminated. Singapore’s trimmed-down oil refining 
and maritime operations can no longer be called sunset industries. 
Labor costs have been brought down more in line with the other newly 
industrialized nations, although Singapore’s average manufacturing 
wage is still higher than Korea, Hong Kong, and Taiwan. The 
resumption of moderate growth in Malaysia and Indonesia also bolster 
Singapore’s economic prospects. Ultimately, however, Singapore’s 
growth will continue to depend on the vitality of its OECD trading 
partners, especially the United States. 


While the recovery has broadened to all sectors except construction, 
manufacturing is clearly the locomotive of the Singapore economy and 
is likely to remain such for the foreseeable future. Construction, 
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which sparked much of the economy’s growth in the early 1980s, will 
probably remain a minor factor for the next several years. The 
service sectors, while doing well, are dependent to varying degrees 
on business generated by manufacturing’s export output or other 
regional business opportunities. Singapore’s small population 
precludes an overall growth strategy based on the domestic sector. 
In the longer term, the Singapore Government hopes to transform its 
manufacturing-dominated economy to a mixed high-tech economy with a 
strong international business services component; it is paving the 
way by upgrading worker skills and offering investment incentives to 
multinationals to establish their regional headquarters and R&D 
centers as well as their manufacturing facilities here. 


IMPLICATIONS FOR THE UNITED STATES 


Best Prospects for U.S. Firms: Singapore is a small but affluent 
market which also serves the entire Southeast Asian regional market 
and beyond. It has excellent international sea and air 
transportation facilities and an efficient communication network 
linking Singapore with the rest of the world. The excellent 
infrastructure, combined with a stable, pragmatic, and efficient 
government, makes Singapore a favorite choice among foreign 
companies looking for a regional base for warehousing facilities for 
regional distribution or regional headquarters. The attractiveness 
of Singapore as a site for regional operations is further enhanced 
by special tax incentives given to companies basing their operating 
headquarters here. 


The following is a list of industry sectors identified by the 
Embassy’s Commercial Section as having the best sales prospects. 
This is a general list only and does not include related industries 
which may also have good sales potential. 


Electronic Industry Production and Test Equipment (EIPT): The 
electronics industry has overtaken oil refining as Singapore’s top 
industry with US$6 billion output in 1986. The industry has been 
growing at an annualized rate of 18 percent for the past 10 years 
and prospects of its continued growth are good as Singapore aspires 
to become the "Silicon Valley" of the Far East. The market here for 
EIPT equipment was estimated at US$175 million in 1986 and is 
projected to increase to US$242 million by 1989. 


Aviation and Avionics Support Equipment: Singapore plans to further 
develop its repair and overhaul capabilities for aircraft equipment 
and components as well as the manufacture of aircraft and engine 
component parts. Output from the aircraft-related industry was 
S$208 million in 1986 and is projected to grow at a rate of 4 
percent a year through 1990. Imports of aerospace equipment 
(including aircraft) amounted to US$560 million in 1986. The United 
States was Singapore’s top supplier country with an 84 percent 
market share. 
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Computers, Peripheral Equipment and Office Equipment: The 
Singapore Government has an ongoing program to computerize and 
automate office operations in ministries and statutory boards. 

An increasing number of Singapore business firms have also taken 
steps towards office automation to increase productivity. In 
addition, the government has channeled major educational 
resources to create an information technology (IT) "culture." As 
a result, imports of computers, computer peripherals, and office 
equipment in 1986 expanded by 25 percent over the previous year’s 
imports to reach US$415 million. The United States had a 36 
percent market share. Stand-alone personal computers and 
CAD/CAM/CAE peripherals and systems have good sales potential in 
the local market as the Government of Singapore is promoting 
efforts to upgrade the skills of workers in the manufacturing and 
industrial fields. 


Machine Tools and Metalworking Equipment: The recovery of the 
manufacturing sector and the turnaround of the maritime industry, 
particularly in tanker service, have improved prospects for sales 
of metalworking tools and equipment. Sales of cutting and 
forming CNC machines have the best prospects. In 1986, Singapore 
imported US$125 million worth of these tools and equipment. 


Medical and Health Care Equipment and Instruments: Sinyapore’s 
medical expertise and facilities are among the best in the 


Southeast Asian region. Its hospitals, both government and 
private, are adequately equipped to provide a host of medical 
specialties including neurosurgery, ophthalmology, anesthesia, 
pathology, radiology, and obstetrics and gynecology. In 
addition, hospitals here are constantly expanding and upgrading 
their facilities. Singapore is often the first country in the 
region to acquire new medical equipment and technology and is 
frequently iooked to as a model by other regional buyers. 
Medical equipment and instruments imported into Singapore in 1986 
totaled US$53.8 million, a rise of 9 percent over the previous 
year’s imports. 


Tourism: Visitors arriving here in 1986 reached 3.19 million, a 
5.3 percent increase, surpassing the 3 percent growth rate 
projected for the year. Singapore is spending US$500 million 
over 5 years (1986-90) to develop new tourist sites and enhance 
existing ones. Among the new projects proposed is a US$250 
million entertainment center to be built on land reclaimed from 
the sea near the downtown area. 


Biotechnology: Biotechnology has been targeted as a growth 
industry for the future, and establishment of an institute of 
molecular and cell biology at the National University indicates 
the Singapore Government’s long-term commitment to the industry. 
Although the industry is still in its infancy here, current 
activities already cover work in tropical plants and crops, food 
and beverages, and certain areas of medical care. 
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Singapore has a very liberal trade policy. Tariffs are few and low, 
with most capital goods entering duty-free. More than 800 American 
firms have set up their manufacturing, warehousing, distributing, 
and various service operations in Singapore. U.S. firms with no 
plans to physically locate their operations here are advised to work 
with a reputable, seasoned local agent or distributor in marketing 
their products in Singapore. The services of qualified research 
Organizations are available should there be a need. In addition, 
the commercial section performs market research on a particular or 
service under the "Comparison Shopping Survey" program. Details of 
this program are available from the Commerce Department’s 
International Trade Administration in Washington, D.C or any of its 
district offices in the United States. 


Consumer Products: Singapore has the 19th highest per capita income 
in the world. With an increasingly affluent society, Singapore 
offers good potential for American-made consumer products. 

Giftware, cooking utensils, clothing, cosmetics, toys, electrical 
household appliances, furniture, and jewelry (precious and costume) 
of average or better quality have a potential market here. In-store 
promotions are often used to launch new products. The nearby 
Malaysian and Indonesian markets can also be covered from Singapore. 


Food: Singapore is a small, but relatively sophisticated market 
which imports most of its foodstuffs. U.S. suppliers have gained a 
strong foothold in the Singapore market especially in poultry parts, 
fresh oranges and apples, canned fruits, and vegetables. The 
increasingly sophisticated, affluent, and health-conscious food 
market provides good opportunities for U.S. suppliers of new and 
quality food products. Western foods are well received here, and 
store promotions by the U.S. Department of Agriculture’s 
Agricultural Trade Office and its cooperator groups have proved an 
effective marketing tool. 


Trade Shows in Singapore generate considerable interest among 
businesspeople in ASEAN and other East Asian countries. They are 
excellent promotion vehicles as they provide effective product 
exposure. The following is a schedule of shows planned for 
Singapore: 


Asian Aerospace (January 1988), Offshore Sea (February 1988), Food 
and Hotel Asia (April 1988), Communicasia (June 1988), 

Informatics (December 1988 and December 1989), Asiapack (September 
1987 and September 1989), Enexasia (October 1989), Metalasia 
(November 1988), Medicasia (November 1988), EDU-Asia (December 
1988), Chemasia/Analabasia/Instrument Asia (May 1989), Instore 
Promotions (February 1989). 


American firms interested in participating in these shows are 
requested to contact the Commercial Section, U.S. Embassy Singapore. 











